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Secretary Pierce Reviews His First Year as HUD Head 


In a detailed report to his employees, HUD Secretary Samuel R. Pierce, Jr. , has reviewed his first year 
as head of the agency and concluded that 198 | was *‘a year of dramatic change”’ and one of ‘significant 
events.’’ Secretary Pierce said the year was one of great change in the Federal Government, *‘perhaps 
greater than any time since the administration of President Franklin D. Roosevelt.”’ 


He said that unprecedented cuts in budget growth, the elimination of some programs and changes in 
many others had a dramatic impact on his Department. The scope of change at HUD, he said, is evident 
in the creative planning and new program concepts initiated to meet the housing and urban development 
needs of citizens more effectively and at less cost to taxpayers. To some extent, he noted, **this creative 
approach was the product of necessity.”” 


Secretary Pierce said that he decided early that the cost of providing assisted housing had to be reduced. 
The cost of housing under the Section 8 new construction program was prohibitive, he said, and **even 


with such an incredible debt, the program has not effectively met the housing needs of the poor.”’ Thus, 
he noted, he decided that a ‘whole new housing policy’ was needed and he recommended to the 
President that a Housing Commission be appointed to address the problem of rising housing costs, 
among others. That Commission, he said, came to the same conclusion as did HUD’s Office of Policy 
Development and Research (PD&R): **Housing vouchers can become an important tool in delivering 
housing assistance to those least able to provide decent shelter for themselves.” 


Under the proposed voucher system, eligible families — perhaps those with no more than 50 percent of 
the area median income — would be given basic monthly grants which they could apply toward their 
rent in any safe and sanitary housing of their choosing. Pierce said that this program has been budgeted 
in HUD’s FY 83 proposal and that he expects to have a voucher system in place during that year. **With 
the voucher system,”’ he said, “‘we will depend more on our existing housing stock. A great number of 
the structurally sound apartment buildings in our country are not considered safe and sanitary. We feel 
the voucher system will encourage the owners of these buildings to bring them up to code so they 
become part of the available housing stock.”’ 


To further encourage the upgrading of potentially useful apartment buildings, the HUD Secretary said 
that the agency has proposed a new rental rehabilitation block grant program in the FY 83 budget **as an 
effective substitute for the Section 3 12 rehab loan program and the Section 8 rehab program.” He said 
that while this approach will considerably increase the number of housing units, there still remains a 
need for new construction of rental housing where there are shortages. 


Noting that some of the concern over the shortage of rental housing is based on a misunderstanding, 
Secretary Pierce said that a HUD study has determined that there is no nationwide shortage in the rental 
market. At the same time, he added, there is clear evidence of market shortages in some areas while 
others actually may enjoy a surplus of rental units. He said that HUD is seeking ways to “*help those 
localities which do encounter serious shortages. Toward this end, we’re trying to develop 
administration support for the use of tax-exempt bonds that will encourage builders to construct housing 
where it’s clearly needed.”’ 





He said that this rehabilitation and new construction would be useful to all parts of the country, but will 
be especially important to distressed cities. Commenting that more is needed to make cities the viable 
centers of commerce and culture that they once were, Pierce said that HUD has two proposals to 
accomplish that goal: enterprise zones and economic development block grants. Enterprise zones, he 
said, will include incentives from the State and local level, complementing Federal tax and regulatory 
relief, as a means of encouraging business to start new operations in distressed areas. He added that 
some key decisions have been made on enterprise zones. The economic development block grant 
program is still in its formative stage and would include a variety of methods to enhance the economic 
vitality of cities, he added. 


Other HUD accomplishments during 1981 included: 


* Establishment of a debt collection task force which identified a delinquent debt of approximately $1.6 
billion and steps to begin collecting the debt. 


* Reduction of the delinquency rate in the Section 312 loan program from 24 percent of the outstanding 
loans to about 6 percent. 


* The undertaking of a vigorous effort to combat fraud, waste and mismanagement under the direction 
of the Inspector General. Since January, HUD has recovered about $31 million as a result of I.G. 
audits, and other audits revealed more than $100 million in potentially recoverable monies that were 
spent on ineligible activities by program recipients. 


* The making of *‘significant reductions in the burdensome regulations’’ that are time consuming and 
costly both to the Government and program recipients. HUD regulations have been reduced by more 
than 50 percent. 


* Undertaking a small demonstration program that showed that housing costs can be reduced 
significantly simply by speeding up processing time and allowing minor changes in zoning ordinances, 
subdivision regulations, and building codes. Savings of up to 30 percent were reported when these 
simple steps were taken in the pilot project. 


* Authorization of a buydown procedure which allows a reduction in the interest paid by the buyer in 
early years of a mortgage without increasing the downpayment. Under the program, the seller sets up an 
escrow account for monthly installment payments to reduce the interest on a buyer’s loan by as much as 
three percentage points for a minimum of three years. 


* Establishment of a workable program to make tax-exempt financing available to first-time buyers. In 
this project, HUD staffers worked with the Department of the Treasury to overcome technical 
deficiencies in proposed Treasury regulations thought to be unworkable. 


* The salvaging of the Urban Development Action Grant program for FY 82, and the development of 
plans to continue it in FY 83 after acomprehensive analysis of the program’s strengths and weaknesses. 
HUD also got construction resumed on some low-income housing after reaching an agreement with the 
Office of Management and Budget which enabled the agency to adjust allowable rents in subsidized 
housing projects to a realistic level. 


Publications Available 


Neighborhood Transition Without Displacement: A Citizens’ Handbook. . . Contains examples of 
antidisplacement strategies; covers strategies involving charitable institutions and their networks, ways 
to minimize hardship related to displacement, and Federal program resources. Available for $6 from 
the National Urban Coalition, 1201 Connecticut Avenue, N.W.. Washington, D.C. 20036. 





Nuggets 


President Ronald Reagan will deliver his State of the Union Message on Tuesday, January 26, 1982, to 
a joint meeting of Congress. Congress is scheduled to reconvene for the Second Session of the 97th 
Congress on Monday, January 25. 


Jamine Jackson, executive vice president of Fidelity Savings and Loan Association, Port Arthur, 
Texas, has been nominated by President Reagan to head the Federal Home Loan Bank Board 
(FHLBB). Jackson, 33, would succeed John Dalton who resigned last May. The Dalton-Jackson term 
expires June 30, 1982. 


Kenneth Moffett has been nominated to head the Federal Mediation and Conciliation Service. Moffett 
has served as acting director of the agency since January 1981. The 50-year old ex-mine worker has 
worked for the agency for more than 20 years. 


Jean A. Crockett has been appointed chairman of the Federal Reserve Bank of Philadelphia, and 
Caroline Ahmanson will head the Federal Reserve Bank of San Francisco. They are the first two 
women ever named as FRB chairmen. Crockett, 63, is a professor and chairman of the finance 
department at the Wharton School, the University of Pennsylvania, in Philadelphia. Ahmanson is 
chairman and chief executive officer of Caroline Leonetti Ltd. , an educational organization based in 
Hollywood. 


Lawrence F. Kramer has been named to the Advisory Council on Historic Preservation, an 
independent agency which serves as the primary policy advisor to the President on historic 
preservation. Kramer is currently serving his fourth term as mayor of Patterson, N.J., the oldest 
industrial city in the Nation. He was a member of the Presidential Advisory Council on 
Intergovernmental Relations in 1969. 


FYI 


American Management Associations. . . ‘‘Equal Employment and Affirmation Action,’’ Houston, 
Texas, February 1-3, 1982. Details: AMA, 135 West 50th Street, New York, N.Y. 10020. (212/246- 
0800). 


American Bankers Association, Operations and Automation Division. . . **Bank 
Telecommunications Workshop,”’ Los Angeles, Calif., February 7-10, 1982. Details: ABA, 1120 
Connecticut Avenue, N.W., Washington, D.C. 20036, (202/467-4941). 


American Bankers Association. . . **The National Trust Conference ,’” New Orleans, La. , February 
7-10, 1982. Details: Nancy Mancuso, ABA, 1120 Connecticut Ave., N.W., Washington, D.C. , 20036 
(202/467-4025). 


National Housing Rehabilitation Association. . . *‘Urban Ventures School: Managing a Profitable 
Rehabilitation Business,’’ Portland, Ore. , February 8-10, 1982. Details: NHRA, 1300- 19th Street, 
N.W., Suite 310, Washington, D.C. 20036 (202/466-8760). 


American Land Development Association. . . **Ownership Recreational Vehicle Park and 
Campground Seminar,’’ San Antonio, Texas, February 10-13, 1982. Details: Jeanette E. Smith, 
ALDA, 1000-16th Street, N.W., Washington, D.C. 20036 (202/659-4582). 


National Association of Home Builders. . . *‘Reducing Your Cost Through Efficient Production 
Management,’’ Washington, D.C., February | 1-12, 1982. Details: NAHB, 15th and M Streets, 
N.W., Washington, D.C. 20005 (202/822-0347). 





Significant Litigation 
Lutul Love, et al. v. HUD, et al., C.A. No. 80-1041 (W.D. Pa.. Nov. 4. 1981) (Order) 


The District Court has ordered HUD to ensure that all tenants in §236 and 221(d)(3) BMIR projects in 
Allegheny County, Pa., be provided notices of proposed evictions which comply with 24 C.F.R. 
§886.101 et. seq. and 24C.F.R. Part 450, i.e. the notice must state the grounds for the proposed 
eviction and advise the family that it has 10 days within which to respond to the owner. It has also 
ordered HUD to: |) promulgate regulations within 90 days to prohibit unreasonable lease provisions 
pursuant to 12 U.S.C. §1715z1b(3); and 2) provide a specific procedure for tenants to comment to their 
landlords and to HUD as to which lease provisions they believe are unreasonable. 


Long Beach Housing Action Coalition, et al. v. HUD, et al., No. 80-0493 1 WMB (C.D. Cal. filed 
Nov. 4. 1980) 


In this action low-income residents of Long Beach challenged the Department's approval of the City of 
Long Beach's 1979 and 1980 CDBG applications. Plaintiffs claimed that the activities proposed in the 
application: (1) did not principally benefit low and moderate income people: (2) caused displacement of 
low and moderate income residents, which was not ameliorated by the City: and (3) were proposed 
without adequate citizen participation. 


Plaintiffs now have moved to dismiss this case without prejudice, and the District Court has granted 
their motion. We cannot be sure why plaintiffs dismissed this action, but the probable reason was a 
reduced budget for this legal services office, and plaintiffs” understanding that the most they could 
expect from the litigation, even if they prevailed ,would be an order directing the City to resubmit parts 
of its 1979 and 1980 applications which were allegedly not technically complete. 
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